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Introduction 


The issue suggested in the title of this paper is now a 
dominant one in western society. The question of the re- 
spective merits of a free, competitive economy and of a 
socialized economy has been before us for decades. Ex- 
periments in public ownership and the growth of coopera- 
tives around the world, together with the general social 
legislation of such countries as those of Scandinavia, 
Australia and New Zealand have made thoughtful people 
wonder whether an alternative to the traditional American 
system of free enterprise is not in the making. With 
the inauguration of the first five-year plan by the Soviet 

| Union in 1928, public interest in this country, as far as this 
issue was concerned, became centered in the query to what 
extent a democratic government could plan effectively for 
the economic welfare of its people. The Hoover Social 

| Trends report was probably inspired in part by this interest. 

During the depression of the thirties this interest was 
greatly deepened. Many schemes (such as the Swope plan 
of 1932) were brought forward calling for the collaboration 
of management, labor and government in the revival of 
trade. An outstanding leader of American business, Mr. 
Owen D. Young, declared that among our difficulties were 
the lack of men with an over-all point of view and the ab- 
sence of “centralized authority anywhere with power to 
act” so as to keep our economic structure in equilibrium. 


| The Roosevelt administration adopted a number of mea- 
ssures—such as the NRA, the AAA, the SEC, the TVA, as 
well as the Wagner Act, the Social Security Act, and the 
facts expanding the RFC and providing other sources of 
credit—which revealed the government’s acceptance of re- 
‘sponsibility for supporting our economy, protecting the 
Frights of workers and relieving the condition of those par- 
ticularly distressed. 
Then came the war, disclosing the amazing productivity 
of a technological economy like ours when directed by a 
central authority toward the attainment of a generally and 
voluntarily accepted purpose. 
Although the trend toward the socialization of economic 


, i at Notre Dame University, New York Times, June 


life has grown abroad, bringing the Labor Party to power 
in Britain, the close of the war finds this country restive 
over the continuance of wartime regulations. The actions 
of men are no longer subject to the discipline of a great 
common aim like the winning of the war. The various eco- 
nomic groups want to get on with the satisfaction of their 
own special interests, the interests of one group being 
often in sharp conflict with the interests of another. No 
group wants the government to interfere with the satisfac- 
tion of its interests, and the net result is a lessening of 
governmental controls all around. 

But people are aware that the problems with which this 
nation wrestled in the thirties are still unsolved. They know 
that the issue whether this country shall move on toward an 
economy operated with more over-all governmental control 
than that to which we have been accustomed in Amerien 
will again become crucial. 

Meanwhile, before the situation develops to the crucial 
stage, we have an opportunity to take stock of this move- 
ment toward a government-controlled economy. Most peo- 
ple would agree that a controlled economy on either the 
Communist or the Nazi model, even if the promise of 
material benefit could be fulfilled, would be achieved at too 
great a sacrifice of human freedom. However, even the 
comparatively mild measures instituted in our own country 
in the direction of greater political control of our economic 
life have aroused plenty of misgiving. Much of the public- 
ly expressed misgiving has doubtless originated with those 
whose interests have been affected adversely by actions of 
the government. But it is shared by others who believe in 
all honesty that in the trend toward increasing the responsi- 
bility of the government in the management of our economy 
we are on a road that will lead step by step to the extinc- 
tion of the freedom we value so highly in western Europe 
and America. 

So the issue between “freedom and social control in the 
economic order” has been joined. It is our purpose in this 
paper to examine the concepts just set in opposition to one 
another, together with other concepts pertinent to this in- 
quiry. We shall then consider programs for economic bet- 
terment drawn up by the more disinterested advocates of 
some opposing policies. Finally we hope to indicate the 
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direction in which we believe we ought to move in order 
to conserve the values we cherish. 


Il. Social and Economic Concepts 


First, let us describe our understanding of some of the 
words used in this inquiry. 


Freedom 


The term “freedom” is associated in political history 
with the absence of restraint. Most of the great struggles 
for freedom have been the struggles of individuals and 
groups to get rid of the oppressive hand of some authority 
which was preventing them from thinking, believing, wor- 
shipping or living as they chose. This is the negative 
aspect of freedom. It is freedom from something. 

But there is a positive aspect also. Of what benefit is 
freedom from something unless there is freedom for some- 
thing? A positive freedom implies the capacity to choose 
ends and to secure the means by which the ends may be 
attained. A man may have a certain negative freedom, if 
he lives alone, like Robinson Crusoe on an island. There 
is at least no one to restrain him. If members of his own 
kind immigrate to the island he will probably lose some of 
this negative freedom. With the passage of time he may 

, become subject to more and more restraint as he conforms 
his conduct to that of a growing community. But now he 
has those with whom he may cooperate in work and play, 
in love and mutual service. While he has lost in respect 
to the negative side of freedom he has gained on the posi- 
tive side—in the enhancement of his capacity to realize 
the normal ends of human existence. 

In our American community both aspects of freedom 
have received attention. The negative aspect has been 
safeguarded by the Bill of Rights in which the community 
has laid the hand of restraint upon itself, providing in its 
supreme law for certain areas of individual and group ac- 
tion which not even the state is permitted to invade. The 
positive aspect has been recognized in the provisions made 
for public highways, public health, public education, the 
conservation of natural resources, the improvement of 
agriculture, the stimulation of trade, the development of 
minimum standards of social security and various other 
measures. 


Social Control 


The term “social control” refers to the process by which 
the community safeguards its life as a whole and maintains 
tolerable relationships among the individuals and groups 
who compose it. In this inquiry we have particularly in 
mind “governmental control.” But we have used the more 
inclusive phrase “social control” because there are many 
controls at work outside the realm of government. There 
is, for instance, the influence of custom and public opinion ; 
of the home, the school and the church; of the rules of 
business, the trade-unions and the professions. If the 
other institutions of society perform their functions well 
there may be less need for governmental controls. In fact 
our ability to avoid falling into the abyss of a totalitarian 
system may depend on the development of more effective 
social control by non-governmental agencies. 

In the light of this understanding of our main concepts is 
it not clear that wherever human society is a going concern, 
social control is essential to the enjoyment of any freedom 
worth having? To set freedom and social control over 
against one another in irreconcilable antagonism is to for- 
get their necessary interdependence. The real problem is so 
to relate them that the individual may have the fullest op- 
portunity to achieve his chosen ends while the interests of 
the community as a whole are safeguarded. This means 
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that in any specific situation we have to ask, “What kind 
of freedom, for whom and for what” and “what kind of 
social control, by what sanction and to what end?” 


Free Market 


Since the issue before us concerns the economic order 
a few concepts pertinent to the discussion of economic 
problems must be briefly noted. There is for instance the 
concept of a “free market.” Modern economic liberalism 
received its great theoretical statement from Adam Smith 
in 1776. At that time industry and agriculture in Britain 
and France were suffering from all sorts of governmental 
restrictions. Manufacturing was carried on in small units, 
Watt’s improvement of the Newcomen steam engine, the 
harbinger of the industrial revolution, was not patented 
until 1769, and it was years before it was applied to the 
operation of machinery for the production of goods. The 
substance of Smith’s plea was for the freedom of produc- 
ers and consumers, sellers and buyers, to get together on 
their own terms. He assumed that there would be enough 
of both sellers and buyers, so that no selling or buying unit 
would be able to weight the price in its favor. Under such 
conditions with no outside interference you would have the 
“obvious and simple system of natural liberty.” This was 
his conception of a free market, and it is still in essence 
the basic conception today.” 

Such a market operates by the competition of sellers for 
the business of the buyers and of buyers for the products 
of the sellers. It does not operate well unless the competi- 
tion is effective. So the reality of competition is a moot 
point in contemporary economic discussion. The funda- 
mental condition of “effective competition” is that, in the 
presence of the seller, the buyer shall have an alternative 
either in similar products offered by other sellers or in sub- 
stitutes for those products.* As long as this situation ob- 
tains, sellers will bid for the business of buyers and the of- 
fers on both sides will constitute a “market mechanism” 
that will determine prices. Perhaps the best illustration to- 
day of the working of such a market mechanism is the 
buying and selling of “seasoned securities” on the New 


York Stock Exchange. 


Administered Price 


At the opposite pole from prices set by the mechanism 
of a free market are “administered prices.”* Such prices 
are determined not by the “higgling” of buyers and sellers 
but by some authority in business or government. The best 
examples are postal and public utility rates. But the 
ramifications of administered prices pervade modern busi- 
ness beyond the range of governmental controls. There is 
nothing new about administered prices. Prices were ad- 
ministered by the guilds in the middle ages. Today they are 
administered by all sorts of selling units. They are admin- 
istered most effectively by those units which have a domi- 
nant position in their particular market, whether it be in- 
ternational, national or local. In the manufacturing in- 
dustry there is a high proportion of administered prices in 
automobiles, cigarettes and agricultural implements. The 
proportion is low in knit goods, cotton textiles and cloth- 


2The Structure of the American Economy. By Gardiner C. 
Means. Published by the National Resources Committee, U. S. 
Government Printing Office, Washington, 1939, p. 109. 

8 Competition and Monopoly in American Industry. By Clair 
Wilcox, Monograph No, 21. Prepared for the Temporary National 
Economic Committee, U. S. Government Printing Office, Washing- 
ton, 1940, p. 8. 

4 Means, op. cit., p. 97. See also Nourse, E. G., Price Making 
in @ Democracy. 
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ing. Labor rates set by agreement in collective bargaining 
are in fact administered prices for the services of labor.® 

These rates paid for labor may serve to bring out certain 
characteristics of administered prices. They are more in- 
flexible than prices set by competition in a free market, 
more insensitive to changes in demand. Hourly wage rates 
in many manufacturing industries, for instance, changed 
but little from 1929 to 1932. But in 44 industries studied 
by Gardiner Means, man-hours worked declined more than 
50 per cent from 1929 to 1932, and even after the full re- 
covery of hourly rates in 1936, man-hours worked were 
only some 70 per cent of the hours worked in 1929.° The 
same relation could be observed between the prices and 
the volume of many manufactured articles produced dur- 
ing the depression years. Prices remained stable or de- 
clined moderately while volume declined greatly. 


Monopoly 


This insensitivity of administered prices, certainly over 
the short run, to changes in demand, while prices deter- 
mined by the market are reacting swiftly, constitutes one 
of the great problems of our economy. This problem is 
rendered the more difficult by the presence of another 
factor, that of “monopoly.” 

Monopoly stands at the opposite pole from competition. 
Whatever else may be characteristic of monopoly it implies 
a measure of control over the supply of a certain commodi- 
ty ina certain market. By restricting the supply the monop- 
olist may be able to earn a profit above the amount to be 
earned under the conditions of a free competitive market. 
There are, of course, all sorts of limitations on monopoly 
in private business as there are on competition. The con- 
trol of the monopolist is rarely complete and is likely to be 
uncertain. “The chemist will detour around him, the 
physicist will drive a tunnel under him, or a biological over- 
pass will be devised.”? However, a large sector of Ameri- 
can business is affected to a degree by controls which may 
be called monopolistic. 

The area of administered prices is much wider than the 
area of monopolistic control. And in much of the admin- 
istered-price area, as in many articles of retail trade, 
monopoly profits are not possible. Nevertheless as there 
is a connection between price flexibility and a competitive 
market so there seems to be a connection between the rig- 
idity of administered prices and monopolistic practices. 
The structure of our economy as pervaded by the contra- 
dictory forces of competition and monopoly has been de- 
scribed by Professor Wilcox substantially as follows. 

The business activity of the nation might be divided be- 
tween two groups. In the first of these groups would be 
put “agriculture, wholesale and retail distribution, per- 
sonal service, building construction and a miscellany of 
small trades.” In this group “business enterprises are 
numerous, the typical enterprise is small, the degree of 
concentration is low, and prices are relatively flexible.” 
This group contains over ten million business units (in- 
cluding agricultural units), employs 55 per cent of the 
persons engaged in public and private enterprise and pro- 
duces nearly 40 per cent of the national income. In the 
activities of this group “it is probable that competition is 
more usual than monopoly.” 


In the second group are to be found transportation, pub- 


’ See Study No. 2 in this series: “Labor-Management Relations,” 
June 29, 1946. 

Means, op. cit., pp. 149-150. 

7. Nourse and Drury, Industrial Price Policies and Economic 
The Brookings Institution, Washington, 1938, p. 221. 
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lic utilities, manufacturing, mining and finance. Here the 
enterprises are less numerous, the typical enterprise is 
large, the degree of concentration is higher and prices are 
relatively rigid. This group contains less than 500,000 
units, but it employs more than 35 per cent of the nation’s 
employed force, and produces more than 45 per cent of 
the nation’s income. In this group “it is possible that 
monopoly is as usual as competition.” But there is much 
overlapping. There is too much competition on the whole 
to say that competition is passing out, and there is too 
much monopolistic control of some kind to say that such 
control is exceptional.® 


The Issue Joined 


Against the background of these opposing forces at 
work in our economy it is not difficult to understand the 
programs of economic reform that are today offered us 
under the opposing slogans of “freedom” and “social con- 
trol.” On the one side are the advocates of a “free mar- 
ket” or a “liberal” economy. Their aim is to protect and 
expand the free competitive market as the regulator of 
prices and as the determining factor in the allocation of 
natural resources and labor to meet human needs. 

On the other side are those who believe that even if it 
were desirable, a program of economic reform that relies 
on the maintenance of the free market is today impracti- 
cable. The forces that threaten to strangle our economy 
in price rigidity and monopoly have, in their opinion, al- 
ready gone too far for us to be able to reverse the trend. 
The only alternative left, they contend, is to go on from an 
economy managed in the interest of a few to one that will 
be controlled by the political representatives of the people 
in the interest of the many. 

Let us look at some of the features of these programs 
in detail. : 


Ill. A Program for a “Liberal Economy” 


In the early days of the New Deal Professor Henry C. 
Simons, an economist of the University of Chicago, issued 
such a program.’ He put it forth because he felt that the 
then dominant school of political thought was seeking to 
saddle upon the state responsibility for all sorts of detailed 
regulation of economic life. He was equally opposed to 
“the naive advocates of managed economy” and to the 
monopolistic trends in American business. “The great 
enemy of democracy,” he said, “is monopoly in all its 
forms.” The cause of the depression he found not in com- 
petition but in “the lack of it.” The program he proposed 
was drastic, but he asserted that today “a political move- 
ment which is conservative in its objectives must be radi- 
cal in terms of its means.” 

The program he presented called for “the elimination of 
private monopoly” whether practiced by business manage- 
ment or by labor ; “the establishment of more definite and 
adequate ‘rules of the game’ with respect to money”; 
“drastic changes in our whole tax system with a regard 
primarily for the effects of taxation upon the distribution ~ 
of wealth and income” ; “gradual withdrawal of the enor- 
mous differential subsidies implicit in our present tariff 
system”; and “limitations upon the squandering of our 
resources in advertising and selling activities.” 


More recently, in an article in Fortune’? Professor Si- 
mons has re-emphasized certain elements of his earlier 


8 Wilcox, op. cit., pp. 307-308. J - 

® Simons, C., “A Positive Program for Laissez Faire,” Uni- 
versity of Chicago Press, Chicago, 1934. 

10 Simons, H. C., “The U. S. holds all the cards,” Fortune, 
September, 1944, p. 157f. 
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program, particularly those which called for the elimina- 
tion of monopolies and tariffs and the establishment of a 
stable currency in terms of a broad index of domestic 
prices. He says: “American conservatives and libertarians 
still hold all the cards. They can easily win the peace if 
only they show a little sense. Their whole institutional 
complex—private property, private enterprise, an unob- 
trusive instrumental state, and systematic dispersion of 
power—rests primarily upon free trade and a stable cur- 
rency. But they . . . oppose lower tariffs and anti-trust 
prosecutions. . . > They applaud governmental regulation 
or control of business in all its worst manifestations (e.g., 
in foreign trade, in coal mining, in resale price mainte- 
nance) and loudly deplore it where it is indispensable, de- 
sirable or innocuous (e.g., in fiscal-monetary stabilization, 
in natural resources, in public utilities.) This is no way 
to resist a collectivist danger. If free enterprise is de- 
stroyed it will be because its would-be guardians have 
stupidly cut away its foundations.” 

Another essay in support of a liberal economy is Walter 
Lippmann’s The Good Society published first in 1937 and 
recently reprinted. Mr. Lippmann locates the main evil 
from which our economy suffers in the privileges granted 
by government to particular groups. Our economy now, 
he says, is one of “cumulative collectivism’ in which the 
government is yielding to the plea now of business men, 
now of trade-unions, and now of farmers, to interfere in 
the workings of the economy in their behalf. This might 
not be so bad if all these concessions to special interests 
neutralized one another or added up to equal the general 
interest. But they do not, nor will they. They produce 
distortion of our economic life, and they imbue the whole 
population with the idea that “as a matter of right every- 
one is entitled to invoke the law to increase his income.” 
At the end of such a process it is clear that he sees some 
form of Corporative State which will need a dictator to 
keep its powerful organized interests, all seeking favors 
from the government, in balance. 

As for the remedy, it is evident that he feels about the 
tariff as low-tariff people generally do. But he makes his 
main argument for the reform of the law governing the 
privileges and functions of corporations. The great pri- 
vate corporation with its swollen powers suffers, he says, 
“from the same vices which are inherent in any adminis- 
tered economy,” and he warns that “so much sovereign 
power outside the regulation of free markets can never 
remain long in private hands.” 

Still another plea for a return to a liberal economy is 
Professor Hayek’s The Road to Serfdom.? The book 
has created a furor, becoming, to the astonishment of the 
author, a best seller. It has appealed particularly to those 
who were chafing under the wartime regulation of busi- 
ness by the government and who had previously reacted 
violently against the legislative trend of the New Deal. 

If we ask why Hayek should “go over so big,” while 
Simons and Lippmann have been largely ignored by those 
’ who have pushed Hayek, we believe the answer is two- 
fold. In the first place, both Simons and Lippmann lay 
a heavy burden of responsibility for the deeper ills of our 
economy at the door of business. Hayek also would re- 
form business by getting rid of tariffs and monopolies, but 
these suggestions are almost lost sight of in an argument 
that is directed mainly against a government-managed 
economy. 


11 Lippmann, Walter, The Good Society, Little, Brown and 
Company, Boston, 1937, p. 117. 

- 12 Hayek, Friedrich A., The Road to Serfdom, University of 
Chicago Press, Chicago, 1944. 
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In the second place, Hayek has a thesis which was most 
welcome to certain conservative circles in America. Hig 
main thesis is that the road for Hitler’s triumph was laid 
by the humanitarian legislation fostered by the socialist 
parties of Germany over the last generation. The effec 
of this legislation was to create a politico-economic order 
governed from the top, to which the masses had become 
accustomed to look for economic salvation. This order 
Hitler took over and proceeded to use for the most sinister 
purposes. So the social democrats of Germany became 
responsible for Hitler. 

Without this thesis, which was immediately taken as a 
warning against social legislation in America, Hayek's 
book would not have made such an impression. But it 
would be difficult to find reputable historians who would 
support this thesis. Whatever may be said of the causes 
of Hitler’s triumph those causes were certainly plural, 
Prussianism, romanticism, militarism, political inexperi- 
ence, psychological despair arising from defeat in war 
and subsequent inflation, the defects of the Weimar Con- 
stitution, the mistakes of the Allies in dealing with Repub- 
lican Germany, and the great depression’*—all had a bear- 
ing on the triumph of Hitler, and Professor Hayek himself 
has warned latterly that “his contentions are mainly based 
not on historical parallels but on a theoretical argument.”" 

The book has other defects. Hayek lumps too many 
kinds of planning together in his condemnation of govern- 
mental initiative in the economic field. He ascribes too 
many of the achievements of western society to the com- 
petitive activities of private business. He ignores the 
misery, degradation and waste that have been too often the 
by-products of those activities. He recognizes the danger 
of vast state power, but appears not to be equally sensitive 
to the vast power of corporate wealth or of labor. For us 
in America the greatest defect of Hayek’s book is that it 
creates fear of the use of governmental power in a demo- 
cratic state at a time when the right use of that power is 
indispensable. 

But the book has values. It contains many shrewd ob- 
servations on how people pursue the path of a “rake’s 
progress” from a liberal economy to that of a totalitarian 
state. Its greatest value is probably its warning against 
regarding the state as a Providence that can guarantee 
the abundant life. Hayek says flatly that those who expect 
Heaven from the state will get Hell. Then because it is 
Hell the rulers of the Providential State will take away 
the liberties of the people so that they may not know that 
it is Hell, but may believe their rulers when they say that 
it is Heaven. 

Of course, the advocates of a liberal economy do not 
all agree among themselves. But a summary of what the 
more disinterested among them stand for, as revealed in 
the books we have cited and in similar writings might run 
about as follows: 


“Get rid of monopoly in all its forms, by reducing or 
abolishing tariffs, by reforming patent law, by recovering 
rights too easily and quickly granted to both business cor- 
porations and trade unions. Draw the line between the 
corporation that has to be big to be efficient in its field, 
and the one that becomes big through absorbing other 
companies, in order to stifle competition. Stabilize fiscal 
policy and the currency. Use the taxing power to encour- 


13 Arnold Brecht, in Prelude to Silence, New York, Oxford Uni- 
versity Press, 1944, p. 31, says that in Germany in 1932 out of 10 
trade unionists four were unemployed, two to three were working 
part time, and only three were fully employed. 

14 Quoted by C. Hartley Grattan in an article, “Hayek’s Hay- 
ride,” Harper’s, September, 1945, p. 50. 
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new business and to stimulate established business to 
make capital expenditures. Use it also to diminish ine- 
qualities of wealth and income. This will create a health- 
jer economy and a sounder political order. Protect the 
weak in their bargaining position. Police the various 
markets to see that competition works to release our re- 
sources and not to exploit human beings. Conserve the 
land and our natural resources. This done, the state must 
regulate, and it may own and operate railroads and pub- 
lic utilities or any business where monopoly becomes in- 
digenous. But in all that the state does it must aim to 
secure as sharp a division as is practicable between the area 
of public enterprise with its administered prices and the 
area of private enterprise where prices would be determined 
largely by competition in a free market.” 

Such is the program. Is it adequate for our situation 
today? There are those who say that it is not, that it pro- 
ceeds from the wrong angle of vision—the market economy 
of the past. The right approach, they say, is to start from 
the needs of the present—the need of employing our labor, 
of using to the full our plant, equipment and resources, of 
insuring to all our people the basic conditions of good liv- 
ing. The way to start, they say, is with an inventory of 
our needs; and then plan to meet them. A program de- 
veloped from this point of view could be called a program 
for a socially controlled economy. What would such a 
program look like? Let us see. 


IV. A Program for a Socially Controlled Economy 


The most comprehensive, detailed and reasonable pro- 
gram of this kind of which we are aware is found in Sir 
William Beveridge’s Full Employment in a Free Society. 
We cite this program not because we wish to discuss the 
problem of full employment, which has been dealt with in 
another paper in this series, but because Sir William’s pro- 
gram illustrates both the promise and the hazard of an eco- 
nomic program that originates in and is determined by a 
broad social need, and that is administered through central- 
ized state planning.’ 


The program is based on two assumptions drawn from 
the writings of the late Lord Keynes. The first is to the 
effect that the amount of employment or unemployment in 
such a community as Britain depends fundamentally on 
how the community uses its savings. When the savings of 
the community flow in full volume through investment 
into the production of plant and equipment the volume of 
employment remains high. When for any reason (and 
the most potent reason is that the prospect of adequate 
interest or profit declines) savings pile up and do not flow 
readily into the production of capital goods, the volume of 
employment falls. The second assumption is that normal- 
ly the balance of production and consumption in Britain 
tends to be achieved somewhat below the level of full 
employment even in good times. 

Upon these assumptions Sir William projects a pro- 
—_ for full employment, animated by three principles. 

is main principle is that the government must accept the 
responsibility for seeing that the outlay of the community 
as a whole for consumption and investment, public and 
private, is sufficient to set up a demand for all workers 
seeking employment. If private funds do not provide 
sufficient outlay, they must be supplemented by public 
funds, raised through taxes or loans. 

His second principle is that the state must control the 
future location and development of industry. He points 


15 Beveridge, Sir William, Full Employment in a Free Society, 
W. W. Norton and Co., New York, 1945, pp. 93-97, 107, 108. 
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out quite correctly that the burden of unemployment rests 
very unevenly on localities and that additional investment 
in communities which have little unemployment may not do 
much for communities where the rate of unemployment is 
high. In effect he would direct investment so as to bring 
the machines of production to the localities where the un- 
employed are and which men with their families are loath 
to leave. In like manner he would direct investment away 
from such centers as London where there is relatively little 
unemployment and which is already congested by the pres- 
ence of ten million human beings. } 

His third principle he calls the mobility of labor. Em- 
ployment exchanges providing for the registration of all 
workers seeking employment are a primary requirement. 
The education of youth and the re-training of workers in 
accord with their capacities and with the demand for work- 
ers is another. Moreover, the unemployed must be will- 
ing to take work for which there is a demand instead of 
holding out for the accustomed jobs and pay. 

The application of these principles will require new 
organs of government, notably a National Investment 
Board which will regulate “investment by public and pri- 
vate enterprise alike” with a view to its effects upon 
employment. 


If such a program were put into effect Sir William be- 
lieves full employment would be achieved. It would be 
achieved, moreover, without interfering with the age-old 
freedoms ; freedom of speech, of the press, of assembly, of 
worship, and of political opposition. 


Nevertheless, as the program is studied it becomes evi- 
dent that we have here no mechanism that can achieve its 
aims automatically. All plans for housing, for the rebuild- 
ing of towns, for public utilities, transport, agriculture and 
each major industry would have to be worked out under 
the initiative and guidance of the state. All investments, 
private and public, would be coordinated in a single na- 
tional investment plan under the National Investment 
Board which would determine the priority of projects and 
provide funds for them if private funds were not available. 
Any trade union rules would have to be set aside which 
prevent the full use of the national resources, and Sir 
William would have it made easier to enter trades for 
whose workers there is a brisk demand. He is also con- 
cerned about the discipline of labor under full employment 
and he admits that groups engaged in pushing up their own 
wages could start spirals of price rises that would imperil 
the success of the program. He thinks it probable that 
the government would have to control the prices of at least 
the necessities and that such control might involve sub- 
sidies. If industries followed monopolistic practices and 
raised prices above a fair level the government would have 
to take them over. Sir William is suspicious of wholesal- 
ers as a clan, and he says that the government may have to 
enter the wholesale business to prevent speculation. 


If this program seems rather rigorous we must remem- 
ber that Sir William prepared it as a British program for 
the reconstruction period of twenty years (more-or less) 
following the war. He acknowledges that conditions in 
America are different. He thinks we are more fearful of 
governmental controls than the British are. He realizes 
there is “a much large® proportion . . . of persons working 
on their own account—as farmers or in small business” 
in America than in Britain, and that we are less homo- 
geneous in race and standard of living. He admits that 
his program is a venture on uncharted seas.*® 


16 Beveridge, Sir William in “The Needs of Peace,” <Aflantic 
Monthly, April, 1944, p. 80. 
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Nevertheless the program should be taken seriously by 
us in America, for it is the ground-plan of an economy 
controlled by government for a most worthy objective, 
and worked out with frankness and detail by the world’s 
greatest authority on the problem of unemployment. Even 
if we are unable to accept the program as a whole, it con- 
tains many suggestions of value to us in meeting our own 
problem of unemployment as it arises. 

What misgivings may such a program arouse, particu- 
larly in those who desire to maintain a balance between the 
freedom of individuals and groups on the one hand and 
governmental control of the economy on the other? Two 
misgivings appear certain. First, Sir William does not 

ave a very strong belief in the importance of preserving 
the business of the man who is in business on his own 
account. His program is worked out on the assumption 
of the continuance of private enterprise, but he relies on 
the planned outlay of the state rather than on the un- 
planned outlay of private business to reach his goals. Un- 
der such conditions it is difficult to see how incentives to 
private business for expansion could be maintained. 

The second misgiving is related to the first. Sir Wil- 
liam seems to have few qualms about depositing such great 
authority for the direction and management of our eco- 
nomic system in the same hands that already possess the 
political authority of the state. The state is an organization 
different from any other. It is the one organization we 
cannot leave or contract out of, and it is the one organiza- 
tion that can legally use force to achieve its ends. Under 
Sir William’s program the state would receive a vast incre- 
ment of new powers some of which would have to be used 
at the discretion of those who possessed them, according 
to time and circumstance. 

Many feel that the location of these powers in the gov- 
ernment would intensify the struggle for possession of the 
government beyond anything we have known; and that 
the able power-hungry men who are now scattered through 
industry and labor would concentrate on securing govern- 
ment positions where they could use the extraordinary new 
controls, and the coercive instruments of the state in case 
mere governmental directives did not work. If Aldous 
Huxley is correct in saying, “power is in its essence ex- 
pansive, and cannot be curbed except by powers of equal 
or at least comparable magnitude”*’ then the problem of 
curbing or balancing such direct power over the economy 
as Sir William Beveridge would lodge in the government 
has not yet been faced, let alone solved, in a great demo- 
cratic society. 


This is the ultimate reason why one is likely to take a 
long look at such a plan for even so laudable a purpose as 
the achievement of full employment before urging its 
adoption. 


V. Probabilities and Possibilities 


The central problem of our economy today is, how to 
make the fullest use of our natural, technical and human 
resources in meeting the needs of men, without sacrificing 
the freedom of individuals and groups essential to a demo- 
cratic society. We have presented two programs for deal- 
ing with this problem, selecting these programs because 
they were the work of disinterested’ thinkers, reflected con- 
trasting points of view, and were stated so frankly that in 
studying them we could discern in a measure our agree- 
ment and disagreement with each. 


There is no opportunity here for such a study in detail. 


17 Huxley, Aldous, Science, Liberty and Peace, Harper and 
Brothers, New York, 1946, p. 21. 
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We shall have to content ourselves with considering two 
questions: First, what, in the light of this discussion, are 
the probabilities upon which our own program for meeting 
the central problem of our economy must be based? See. 
ond, on beyond the probabilities, what are some of the 
possibilities that lie ahead? 


A Continuing Free Market 


One of the probabilities is, that here in America we 
shall have to deal with a relatively free market in a large 
section of our economy for years to come. In view of 
this prospect we should try to maintain that market in as 
vigorous and flourishing a condition as possible. The ex. 
istence of this market is obvious. It includes at least 
agriculture, small business, and many service occupations 
and trades, and it conditions even the great enterprises af- 
fected by monopolistic trends. It is the traditional economy 
of our past. It has generated ideals, attitudes, customs, 
standards of success and ways of living that are integrated 
with it and that are subject to change only at a slow rate. 
It is the cultural source of activities that evade regimenta- 
tion and defy prognostication. 

Moreover, the free market section of our economy is 
politically powerful. It dominates rural and small town 
areas everywhere and its ideals and standards control the 
thinking of vast numbers of our urban population. Only 
a convinced doctrinaire could think that some blue-printed 
planned order would in a measurable length of time, with 
popular sanction, displace this section of our economy and 
its culture. 

Moreover all administered prices including governmen- 
tal expenditures for materials and labor must reckon ulti- 
mately with a yardstick of prices set in the free market. 
If that market did not exist it is difficult to see how prices 
could be set except through a hierarchical system. The 
free market on the other hand disperses pivotal decisions 
as to prices, wages and the problems of management over 
a great number of people; it centers responsibility for 
such decisions in “the man on the spot,” relating it defi- 
nitely to his self-interest and his knowledge of concrete 
conditions ; and it protects the freedom of the individual 
by furnishing him an alternative to working for the state 
as employer.'* 


Increasing Responsibility of Government 


Another probability is, that the responsibilities of gov- 
ernment for meeting the central problem of our economy 
will increase and not diminish. The facts which support 
this prediction are also unmistakable. 

The interdependence of our economy, for instance, 
makes an over-all view of its working, and plans for main- 
taining its equilibrium sheer necessities. The increase of 
technological inventions and discoveries has become so 
rapid, cumulative and even frightening (note atomic pow- 
er) that no institution more limited than the state can as- 
sume the responsibility of regulating their use. The memory 
of the productive achievements of our economy during the 
war years remains too vivid for any government to be able 
to evade the question: Why is somewhat comparable pro- 
duction impossible in peace? And the political power of 
the masses is too great for them to permit themselves to 
be put through the wringer of another depression without 
the intervention of the government in their behalf. It is 
evident also that there are important tasks which private 
enterprise under the drive of private profit cannot achieve. 
There is wide agreement that the building of low-cost 


18Lerner, A. P. The Economics of Control, Macmillan Co., 
New York, 1944, p. 85. 
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houses is one of these; the development of great regional 
projects like the TVA is another. 

Then there are our relations with the peoples abroad, 
with their different economies. It is too late in history for 
another product of log-rolling pressure groups like the 
Hawley-Smoot tariff of 1930 that, according to Mr. Ray- 
mond B. Fosdick of the Rockefeller Foundation, was “a 
blow struck by one nation at the economic stability of sixty 
nations.” If we want to make democracy attractive to 
other nations, if we want to stabilize peace, we must de- 
velop the kind of international trade that will spread and 
maintain prosperity around the world. This will require 
the most enlightened cooperation between government and 
private enterprise. 


So much for the probabilities of which we must take 
account in building a program of economic betterment. 
These two probabilities are not necessarily incompatible, 
for governmental action is necessary to protect a free 
market, and large governmental responsibilities are con- 
templated even in the program for a liberal economy. 
Now what are some of the possibilities that lie ahead? 


Communism 


One possibility is Communism. Communism affects our 
economy through the threat of war with Russia, through 
the penetration of our unions by the representatives of 
Communism with conspiratory aims and tactics, and 
through the appeal of its Russian homeland to unprivi- 
leged groups among us, as the country which has dealt 
successfully with race prejudice and unemployment. But 
is America likely to go Communist? The chance seems 
very remote. 


Fascism 


Less remote is the possibility of a degeneration of our 
economic and political order into some form of Fascism. 
Let the monopolistic tendencies and the trend toward 
“gigantism” in both business and labor continue. Let 
rigidities in taxes, prices, wages and working-rules con- 
tinue to grow and become frozen into our economy un- 
corrected. Let the clamor for guarantees, subsidies and 
tariffs be satisfied by concessions now to this group and 
now to that. Let the most antagonistic elements get con- 
trol of their respective groups. Let frightened self-interest 
and the greed for profit and power dominate our economy 
section by section. Let the nation become a house divided 
against itself. Then let a prolonged depression occur 
with demagogues rabble-rousing the public. Let the gov- 
ernment, without a clear view of the larger common in- 
terest, yield weakly to special interests. Ultimately we 
would see vast emergency powers voted to the executive 
in time of peace, and he would rule by decree as Bruening 
did before Hitler. Out of it all, as the economy became 
more rigid, more unable to adjust itself by constitutional 
methods, and as the people became more discouraged, 
some kind of Caesarism could emerge. Is this picture 
fantastic? Right now, yes. Twenty years from now? 
We are not so sure. 


A Team-Work Economy 


There are other possibilities that lie between the extremes 
of a strictly laissez-faire economy and that of a totalitarian 
state. Some of them should be capable of realization 
within the framework of a democratic order. Certain 
characteristics of an economy of this type may be sug- 
gested by the word team-work. 

A team is a cooperative group where each member has 
a particular job. There is authority on a team and there 
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are decisions. Some are made by the captain, some by the 
team as a group, some by individuals. There are confer- 
ences and plans. There is morale and discipline. There 
are rules, There is a goal, victory. And beyond victory 
there is something more important still, the integrity and 
reputation of the sport. There is a community larger 
than the team that fixes the rules. Friendship is not con- 
fined to the members of one’s own team. It reaches out 
through the community of players to the members of 
teams one plays against. 


If our economy should be developed on the pattern of a 
team or of a group of teams within a larger community, 
it would necessitate the growth in influence of the moderate 
elements in all organizations representing an economic 
interest. It would call for definite effort to create in each 
economic group the consciousness of belonging to a larger 
community whose design each group could help to shape. 
There would have to be a far wider realization that a free 
society is an equilibrium of numerous functional groups 
where each group endeavors to adjust its interest to the 
common interest. In such an economy, for instance, profit 
would remain the premium on the risk of capital, but the 
value of the “profit motive” would be tested by its effi- 
ciency in organizing our resources to produce the goods 
and services society needs. 


On the side of private enterprise, such an economy 
would have to develop organs by which the policies of the 
various groups could be oriented toward the common 
good all were responsible for creating and in whose bene- 
fits all would share. Most business enterprises have a 
financial audit of their operations made by outside experts. 
Why not a social audit? Why not a Committee for Social 
Appraisal, composed of disinterested persons, appointed 
by the directors of a business and reporting solely to them? 
Such a committee could at least help the insiders of a busi- 
ness enterprise become aware of the degree to which their 
policies were in line with what intelligent citizens believed 
was for the common good. If the efforts of such commit- 
tees proved fruitful their use might be extended to the 
larger business and labor organizations. 


The work of the Committee for Economic Develop- 
ment, one of the most constructive recent efforts of pro- 
gressive business leaders, suggests another possibility. 
Why not a Congress for Economic Development composed 
of individuals drawn from the ranks of business, agricul- 
ture, labor, technicians, economists and the general public? 
Such a Congress consisting of persons with a variety of 
experience and talent, meeting as individuals and nci as 
the official representatives of special interests, could have 
large influence on public opinion. 


With an adequate research staff such a congress could 
make impartial studies to locate and remove causes of 
friction. It could stimulate the creation of better facilities 
for conference, conciliation, and arbitration. If success- 
ful it could remove some economic issues from the field 
of government action, and where such action was neces- 
sary it could help to make the action genuinely remedial. 
The main emphasis of its work, however, would be on the 
exploration of the possibilities of- voluntary organization, 
in our genius for which De Tocqueville found, over a cen- 
tury ago, one of the secrets of American achievement. 

On the side of government, a team-work economy 
would ask the development of policies under which private 
industry and trade, cooperatives and agriculture might 
participate in a healthy free market. The government 
would be expected to protect certain social values such as 
a minimum standard of living, the conservation of land 
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and natural resources, and the integrity of our productive 
mechanism from the vicissitudes of unlimited competition. 
Where direct governmental responsibility for the produc- 
tion of economic goods and services became necessary, 
methods would have to be worked out by which some de- 
gree of separation between central authorities and the lo- 
cal administration of authority could be secured. The 
TVA experiment has already developed such methods,’® 
and analogies from which we may learn much are avail- 
able in the field of public education. 

Moreover the distinctions between good and bad plan- 
ning in the area of the government’s economic responsi- 
bility would have to be made clear. The spheres of fed- 
eral, state, and local planning groups would need to be 
delimited. The possibility of handling problems, now 
focussed in Washington, through state action and inter- 
state agreements would have to be explored. The func- 
tions of government corporations would have to be defined, 
and methods of protecting them from pressure groups in- 
vented. New facilities for review of the government’s 
activities would have to be devised. And on grave issues 
that involved decisions as to where the line should be 
drawn between the area of governmental responsibility 
and that of private business the non-partisan approach 
and bi-partisan support would be sought as far as pos- 
sible. In these ways government itself would have to be 
adapted to the needs of a team-work economy in an inter- 
dependent technological age. 

The achievement of such an economy would call for a 
widespread realization of the nature of the task, a general 
enlistment in its prosecution, and the development of a 
skill in social invention among our people similar to what 
our fathers displayed in the creation of our federal gov- 
ernment. In their day they faced in the political realm the 
problem of reconciling traditional colonial administrations 
with an emerging demand for a central government, as we 
face in the economic realm the necessity of reconciling an 
inherited free market with increased government control. 
Then as now the alternatives seemed to be chaos or tyr- 
anny. Both alternatives our fathers succeeded in avoid- 
ing, and their success blazed a trail for the development 
of free institutions around the world. 

Is the possibility of such a team-work economy a rea- 
sonable one? Not unless the groups that are not immedi- 
ately concerned in economic conflicts play their proper 
part. It is hard for organized economic groups struggling 
for their special interests to reform themselves. They need 
encouragement and pressure from the non-economic 
groups. Here groups of professional men, technicians, and 
social scientists have a responsibility like that to which 


19 Note the statement of Mr. Lilienthal in the New York Times, 
Nov. 13, 1946, p. 56, “The TVA has by persistent effort delegated 
and thereby decentralized its functions so that most of them are 
carried out not by federal employes at all, but by local and state 
personnel.” This end has been achieved by means of scores of 
contracts between the TVA and other organizations. 
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the physical scientists have been awakened by the aton 
bomb. Here the press has a contribution to make by info 
ing the public how conflicts have been and are being solve 
instead of conveying the impression that the econofi 
order is the scene of a perpetual dogfight. Here the wal 
versities have hardly begun to carry their share of ¢ 
load, in clarifying the issues before us and in helping 
to relate means to ends. Nor can the churches escape cri 
cism. If they could apply realistically in this area the 
principles of cooperative living they might be a decisij 
factor in deciding issues upon which the fate of civili 
tion may depend. a 

Such an economy would be a kind of “middle 
designed to preserve the values in both freedom and gq 
cial control that we cherish most. Even if a serious dg 
pression should threaten again, the creation of a larga 
sense of social responsibility and the techniques of vom 
untary cooperation in the economic order would prepg 
us for the adjustments we would have to make. And tha 
streamlining of government, to secure, along with plan 
ning, appropriate checks and balances and adequate pag 
ticipation by the people would help to keep the state from 
becoming an instrument of oppression. t 


VI. Conclusion 


pe the ultimate responsibility for a successful sq 
lution of our problem rests upon those individuals, wha 
ever the groups to which they belong, who have a measui™ 
of religious faith. For whatever else religion, and pai 
ticularly the Christian religion, may mean, it means thal 
for the final reckoning of the value of his life a man stand 
in the presence of God. Because it is with God that li 
must make his peace, he sits somewhat loose to earthly 
circumstances, to property, position and power. Ther 
fore he has an uneasy conscience but he may have also 
inner sense of freedom. And this sense of freedom 
forbid his thinking that of necessity freedom in the ecdm 
nomic realm means anarchy and social control meat 
“serfdom.” He may dare to believe that there are othes 
possibilities. 
A great age is created through dedication to a vision @ 
great possibilities. We do not predict that a great age i 
coming. It would take hardihood to predict it in the fag 
of the present dominant uncertainties. But we can sa 
this: The ingredients for the economy of a great age aif 
here. Here are the resources of a continent, the mos 
miraculous tools man ever fashioned, our American skill @ 
organization and production, our democratic tradition, t 
challenge and the threat of an international order still 
the making. May we add the spirit of good sportsman 
ship, the simple Christian principles of responsible livi 
the religious sense of inner freedom? : 
Here are the ingredients. Do we have the will 
create? It is now the task of free men, if we may borra 
the words of W. H. Auden, “to rally the lost and trent 
bling forces of the will, gather them up and let them loo 
upon the earth.” 
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